Abstract. The paper analyses the firm-level factors that encourage companies from the Gulf countries to conduct investments in the Middle East and North Africa (MENA) using mergers and acquisitions. Numerous local investors do not seem to be deterred by dissuasive locational variables and ineffective integration in the MENA region. Trade agreements amongst MENA countries, e.g., Arab Maghreb Union, Gulf Cooperation Council (GCC), and the Arab Cooperation Council did not enhance foreign direct investment (FDI) between those nations due to structural gaps and incongruences. Therefore, the aim of this research consists in investigating the extent to which GCC firms' decisions to conduct investments in MENA region are explained by their characteristics (size, age, performance, state ownership, and debt structure). Those factors are assumed to exert an influence on M&A decisions along with other institutional and economic factors. The findings reveal that while firm's size and performance exert a positive effect on a firm's decision to expand within MENA region, state ownership has a negative influence. The study also aligns with the results from more mainstream research Vol.11, No.4, 2018 10 on born-global firms, since firm's age has no significant power on internal MENA FDI outflows. This study sheds light on a rather underexplored research area. Future research could examine the impact of other explanatory organizational and country-level variables.
INTRODUCTION
At present, Arab economies are experiencing important and even critical changes in economic terms. The drop in oil prices has undoubtedly affected the entire region and changed the flow of investments. The GDP growth rate peaked in 2012, reaching 6.6 percent, and then dropping to just an increase of 2 percent in 2014. Imports of goods and services increased while exports of goods and services decreased. As for the unemployment rate, in 2014 it increased to 11.5 percent, which is much higher than the global average unemployment rate for that year, which was 5.6 percent (Dzenopoljac et al., 2017) . However, the countries of the Arab region are seen as developing economies. Additionally, these countries have been characterized by expanding trade structures in recent times, with the aim of greater regional integration and participation in the global trading environment, which in turn has the potential to achieve higher levels of growth and national development (Dzenopoljac et al., 2018) .
Foreign direct investment (FDI) is one of the most used entry modes for organizations to expand their operations abroad. Financial regulatory systems were reformed in order to enhance capital circulation between the nations in the late 1990's (Cammett, 1999) . Developing economies that joined the World Trade Organization became attractive destinations for international investors (Chiemeke, 2012) . Their local market potential is a powerful determinant of FDI inflows (Jadhav, 2012; Nunnenkamp, 2002) . Improvements of transportation and communication technologies also contributed to increased attractiveness of those nations as potential profit/cost centres for multinationals. Privatization of state-owned enterprises in several MENA countries also promoted FDI flows into their economies (Chiemeke, 2012) . This led to substantial growth of FDI net inflows in MENA countries overall. FDI's percentage of GDP exceeded 3% between 2005 and 2010. This was followed by a sharp decrease below 2% since 2011 (Abidi, Dzenopoljac and Janošević, 2017) . Arab countries, in particular, offered attractive incentives to promote FDI essentially through loosening of various restrictions. For instance, Algeria allowed international companies create joint ventures with the national hydrocarbons provider to exploit local reserves. Libya accepted minority ownership of foreign investors in specific sectors (Sekkat, 2014) . Egypt and Morocco were among the top 5 FDI recipients in Africa in 2017 with the total inflows of $7.4 bln and 2.7 bln respectively. Despite its advanced ranking, Egypt's FDI inflows registered an 8% decrease in comparison to the previous year. FDI inflows rose in West Asian Arab countries such as Jordan (7%), the United Arab Emirates (8%) and Qatar (27%). Only Saudi Arabia registered a dramatic 80% decline due to severe divestments and equity transfers from foreign multinationals to their domestic partners (UNCTAD, 2018) . Sekkat (2014) demonstrated that Arab companies investing in other Arab economies are less sensitive than non-Arab investors to locational impediments (inadequacies in human capital, intellectual property protection, infrastructure and openness to trade).
The purpose of this paper is to probe into the role the firm-level characteristics have in explaining FDI decisions among GCC investors in MENA countries.
Inward FDI in MENA countries was impaired by institutional insufficiencies and local government's influence (Toone, 2012) . Research suggests other reasons such as limited openness to trade and credit supply, economic instability, fluctuation of inflation and interest rates as well as oil prices (Aysan, Pang, & Veganzones-Varoudakis, 2009; Chiemeke, 2012) .
Thus, this study would determine firm-specific factors that endorse GCC investors despite the current institutional and economic realities in MENA markets. In this sense, Sekkat (2014) suggests two possible explanations. The first pertains to the ownership structure of investors. In most cases, FDI is supplied by governmental agencies that comply with national interests and aspirations. The second explanation emphasizes the importance of informal networks in Arab countries that allow Arab investors to overcome more easily the information asymmetry at local markets. Therefore, homeland state ownership is seen as a prominent explicative firm-specific variable among others in our model. Government endorsement and international influence can lead to exclusive deals and provide advantageous conditions for investment in uncertain business environments such as MENA countries.
The study of FDI determinants in the MENA region has received relatively less attention from academics (Rogmans & Ebbers, 2013) . Researchers did not reach a consensus regarding the explicative FDI variables that explain FDI inflows in MENA economies (Moosa, 2009) . As a result, this work aims to offer better understanding of the determinants behind mergers and acquisitions (M&A) conducted by GCC companies in MENA countries. The objective is to probe into the role of home country governments in promoting outbound FDIs as part of a broad economic and political vision. Company's scope is also included in the model as state-owned companies are mostly large organizations with long-standing operations in their area of activity.
The paper is organized as follows. The first section outlines the literature review on FDI inflows in MENA countries. Then, the conceptual framework including the research hypotheses and the methodology is presented in the next section. Estimation results and analysis are discussed in the following section. Last, the model results along with the discussion and future research avenues are discussed.
LITERATURE REVIEW
FDI is defined as "a movement of capital (and other resources) from a parent corporation in the home country that creates a substantial equity interest in a host country corporation, called a subsidiary" (Pugel, 1981: 220) . In this sense, host country locational factors, including macroeconomic and institutional indicators, in particular, have been widely discussed as the primary drivers of FDI into MENA economies.
Macroeconomic determinants include the market size, the ratio of government expenditures (Mohamed & Sidiropoulos, 2010) , and the current account of the balance of payments (Van Wyk & Lal, 2010) . Inward FDI in MENA region is positively influenced by the level of GDP (Aysan et al., 2009; Moosa, 2009) , and GDP per capita (Helmy, 2013; Rogmans & Ebbers, 2013) .Interest rates on the contrary effect negatively private investment in MENA countries (Aysan et al., 2009) .
The review of previous research reveals however controversial results in regards to the effect of natural endowments in MENA countries including oil and gas resources. While one study demonstrated a positive influence (Mohamed & Sidiropoulos, 2010) , others surprisingly suggested the opposite effect (Rogmans & Ebbers, 2013; Yean, Nee, & Yi, 2015) . The latter refers to what is called the "Dutch Disease". If a country's earnings from the export of natural resources increase, the exchange rates of local currency will be higher. This affects the competitiveness of the local economy as a profitable FDI destination (Rogmans & Ebbers, 2013) .
The influence of institutional FDI determinants in MENA countries was studied from different angles including the level of corruption in public administration (import and export licenses, money exchange, taxation, loans, etc.) and the investment conditions including contract enforcement, risk of expropriation and repatriation of profits (Helmy, 2013; Mohamed & Sidiropoulos, 2010) . For instance, Inward FDI in Arab countries is negatively associated with the level of country risk (Moosa, 2009) , and political instability (Salem & Baum, 2016) . Openness to trade and business freedom exert a positive influence on FDI in MENA markets (Helmy, 2013; Van Wyk & Lal, 2010) .FDI inflows in MENA economies are also stimulated by (a) higher enrolment in tertiary education among population and investments in research and development, and (b)cheaper labor and technology costs (Moosa, 2009) .
Regarding the number of investments exchanged between MENA countries, the share of intra-Arab FDI in rapport with the total Arab FDI outflows decreased after 2003 (Sekkat, 2014) . Inter-Arab investments recorded a regression from 370 billion dollars in 2015 to 310 billion in 2016 (Kanady, 2017) . The creation of regional trade agreements did not have a significant effect on bilateral investments, though the stated objectives of those deals included economies of scale, growth opportunities and reduction of industrial duplication (Cammett, 1999) . The failure of MENA trade agreements might be due to the structural differences that still exist, despite historical, linguistic, cultural and institutional similarities (Rogmans & Ebbers, 2013) . For example, only Egypt, Jordan, Morocco and Tunisia have stated their competition laws, and few countries have dispute resolutions systems (Romagnoli & Mengoni, 2009 ).
However, numerous MENA companies were able to invest in other countries in the region despite inconclusive regional integration and discouraging macroeconomic and institutional indicators. Examples are spotted in different sectors including telecommunications, banking, retailing and food. The examination of those cases reveals that the amount of investments is quite impressive, taking into account the degree of political and economic instability in host countries. Here lays the contribution of this manuscript that attempts to advocate firm-level characteristics as potential determinants of the investment decision in MENA markets among GCC companies. Overall, the central assumption posits that company's scope and characteristics offset the unfavourable investment conditions in other MENA economies. This premise could be valid insofar as influential countries in the region are using FDI in their attempt to gain more economic and political power and have new allegiances.
HYPOTHESES DEVELOPMENT
The study of firm-level FDI factors can provide interesting information about the identity and profile of regional investors in MENA countries. These actors do not seem to be affected by institutional and macroeconomic variables and the limitations of trade agreements. As the amount of work conducted on FDI determinants in the MENA region is almost inexistent, few past studies that focused on inward investments in transition economies can be revealing. For instance, host country risk was found to have no significant effect on western FDI in central and eastern European countries (Bevan & Estrin, 2004) . Institutional and political factors were proved to be less powerful determinants of inward FDI than economic variables in BRICS economies (Jadhav, 2012) . Furthermore, political perceived political, exchange rate and inflation risk had no significant effect on inward FDI in Yemen (Al-Jaifi, Abdullah, & Regupathi, 2016) .
Another study examined the determinants of Indian and Chinese acquisitions provides insightful facts for this research. It was found that the likelihood of Chinese and Indian acquisitions in the mining industry is higher when locational determinants are deficient. Besides, the negative effect of deficient rule of law, regulatory quality, control of corruption and political stability decreases when the amount of the deal and the profitability of the target company increase (De Beule & Duanmu, 2012) . Interestingly, most of MENA companies expanding within their region are deep-seated in local economies and represent major employers. The close ties between MENA governments and the tacit alliances that are taking place can contribute to Oualid Abidi, Roger Antoun, Houshang Habibniya, Vladimir Dzenopoljac
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MENA countries the general understanding of FDI motives of local investors. A set of hypotheses is tested accordingly in this manuscript to account for the role of state affiliation along with other firm-level variables. First of all, firm age is assumed to be a decisive variable explaining GCC companies' growth in the MENA region. This is in line with the premises of old paradigm that stipulates that the development of distinctive capabilities is a prerequisite to FDI Decision (Dunning, 1977 (Dunning, , 2000 . Firms conduct FDI once they develop specific advantages. The global expansion would allow then the exploitation of those advantages in foreign markets to outperform local competition (Hymer, 1960; Acs, Morck, Shaver & Yeung, 1997) . Ownership-specific advantages that encourage FDI include technological development, marketing and advertising, managerial and organizational capabilities, and capital cost-advantages (Pugel, 1981) .
Results from the literature show that the probability of achieving outward FDI is higher for Indian companies with longer business and production experience (Pradhan, 2004) . In addition, the pursuit of internationalization among American Internet firms is largely dependent on the accumulation of a robust reputation (S. Kotha, Rindova, & Rothaermel, 2001) . Older firms are likely to develop more innovative outputs than their younger counterparts (R. Kotha, Zheng, & George, 2011; Withers, Drnevich, & Marino, 2011) .
Overall, the assertion of this paper is that more experienced companies would be more confident in dealing with uncertain environments such as those in several MENA markets as they can count on their cumulated managerial capabilities. Gradual engagement of firms in international marketplace help overcoming information asymmetry in new markets. The Uppsala school evolutionary model proposed by Johanson & Vahlne (1977) assumes that knowledge about local markets, cultures, and practices is a key condition for the pursuit of internationalization. Prior knowledge accumulation through exports reduces risk and uncertainty and facilitates the engagement of more aggressive entry modes.
Hypothesis 1: A GCC firm's decision to achieve an acquisition in the MENA region is positively affected by its age Other firm-level factors are likely to explain FDI decision in MENA economies, such as firm size. The latter has a positive effect on Japanese horizontal FDI outflows. Larger firms may afford more easily the scale-independent initial costs of FDI (Todo, 2011) . The same findings were obtained in a study conducted on Indian companies operating in pharmaceutical and metals and metal products industries. Firm sales had a significant impact on outward FDI committed by those firms (Mehta, 2016) .
Hypothesis 2: A GCC firm's decision to achieve an acquisition in the MENA region is positively affected by its size Credit constraints, as measured by a debt-to-asset ratio, limit foreign investments of Japanese firms, since it affects their ability to finance the fixed initial costs of FDI necessary for effective information collection and networking in foreign markets (Todo, 2011) . In the same sense, the financial situation of funding bank has a positive influence on the predisposition of Japanese firms to invest in the United States. Any decrease in the credit rating of the investor's main bank turns news plants a less desirable option than joint ventures or other types of FDI (e.g. plant expansion, increase in equity stakes). This result can be due to the strong bonds between Japanese companies and their main banks (P. Wang, Alba, & Park, 2013) .
Hypothesis 3: A GCC firm's decision to achieve an acquisition in the MENA region is positively affected by its leverage Hyun & Hur (2013) demonstrated that South-Korean firms achieving high productivity rates are more likely to invest in countries characterized by tougher conditions for investment. Similar results were obtained by Todo (2011) who studied Japanese firms. Although minor, productivity had a positive impact on their FDI decision (Todo, 2011) . The productivity of Indian manufacturing firms is also a significant determinant of their outward FDI (Thomas & Narayanan, 2017) .
FDI decision is positively influenced by financial performance indicators, namely the net turnover to networking capital, equity multiplier, and net profitability (Palade, 2016) .
Hypothesis 4: A GCC firm's decision to achieve an acquisition in the MENA region is positively affected by its performance
The last dimension deemed relevant in explaining regional expansion through investment in MENA markets deals with ownership structure. Several studies have stressed the positive effect of state-ownership on firm's ability to moderate investment impediments in challenging business environments. Malaysian companies linked with the government are prominent suppliers of outward FDI especially in the energy sector and financial services (Yean et al., 2015) . Government support is a determinant of outward Chinese FDI as well (C. Wang, Hong, Kafouros, & Boateng, 2012) . Other results show that home country government support and well-developed host country institutions reduce the need for cumulated experiential knowledge and capabilities about the host market and increase the likelihood of FDI decision for Chinese firms (Lu, Liu, Wright, & Filatotchev, 2014) .
State ownership attenuates Chinese multinationals' exposure to expropriation risks when investing abroad. Strong home-host political relations attenuate Chinese multinationals' aversion to expropriation risks. This positive moderating effect is higher for State-Owned Enterprises (SOEs). Chinese SOEs are less averse to expropriation risks in host countries highly dependent on exporting to the Chinese market (Duanmu, 2014) .
Hypothesis 5: A GCC firm's decision to achieve an acquisition in the MENA region is positively affected by the percentage of state ownership

METHODOLOGY
In this section, we will first present the database that we built. Then, we will discuss the model and its estimation technique. Finally, we will provide a detailed description of all the variables used in our model.
Data
In our study, we focus on outward FDI decisions by publicly-listed companies in the Gulf Cooperation Council (GCC) countries, namely Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates within the MENA region in the period 2008-2016. We automatically generated the data from the Thomson Reuters Eikon database for a total of 613 observations covering all industries.
The estimated model
Our dependent variable, the outward FDI decision, is a dummy variable taking the value of 1 if a GCC firm undertook a merger and acquisition (M&A) operation in a MENA country during the 2008-2016 period and zero otherwise. The literature states that mergers and acquisitions represent one of the forms of FDI that include other types: joint venture, new plant, and others, e.g. plant expansion, increase in equity stakes (P. Wang et al., 2013) . Since our dependent variable is dichotomous, the most appropriate estimation technique is a logistic regression. Thus, our estimated model is written in the following fashion:
Where: -is thenumber of active years for GCC firm at the time of the transaction if any. -is the size of GCC firm measured by the natural logarithm of its total assets in US dollars at the time of the transaction if any.
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MENA countriesis the financial performance of GCC firm measured by the average return-on-equity ratio (ROE) for the three years preceding the outward M&A decision. For companies that did not invest in the MENA region in the selected period, the average ROE for the last three years of activity was registered.
is the measure of leverage of GCC firm measured by the debt-to-equity ratio (D/E) for the three years preceding the outward M&A decision. For companies that did not invest in the MENA region in the selected period, the average D/E for the last three years of activity was registered.
is the percentage of home-country government and sovereign fund share in the capital structure of the outward-investing GCC firm . The number of active years is expected to have a positive impact on the outward investment decision. As for the size of the company, the empirical evidence shows it has a positive effect on the investment decision among GCC firms in the MENA region. Likewise, state ownership, performance, and leverage are expected to encourage intra-MENA M&A. Note: Natural logs are taken for total assets
EMPIRICAL RESULTS AND ANALYSIS
Summary statistics
Our analysis starts with a presentation of our sample's summary statistics. Table 1 showcases the mean, standard deviation, minimum and maximum values of the variables used in our empirical model by distinguishing between investing and non-investing GCC firms. A total of 613 observations were used to run the model. Out of this number, 136 observations represent M&A decisions made by 86 companies between 2008 and 2016 whereas 477 publicly-listed companies in the GCC countries did not undertake any M&A transaction within the MENA region. Looking at Table 1 figures, we notice that, in our sample, companies that engaged in M&A activities within the MENA region performed better than non-investing companies on average (13.7% and 2.7% respectively). Standard deviation values for performance and leverage are quite high. This can be explained by the fact that the observed companies stem from different industries. Differences in average total assets, leverage, ownership and active years are small. Figure 1 showcases a sectoral breakdown of GCC-firm M&A transactions within the MENA region between 2008 and 2016. It is clear that the financial sector was the most active in terms of outward investments. Table A1 in Appendix A describes the number of M&A transactions per country between 2008 and 2016.
Empirical results
The logistic regression results are given in Table 3 . Model 1 showcases the original results of the regression whereas Model 2 provides the odds ratios that were privileged in our analysis below. Other goodness-of-fit measures are given in Table A2 of Appendix A.
First, our study shows that the size of companies has a positive and significant effect on the probability of outward FDI within the MENA region. This result is in line with the empirical literature (Mehta, 2016; Todo, 2011) and supports Hypothesis 2. Company's scope is a decisive factor for investments in MENA region. Host countries in the region are probably offering more convincing guarantees for large GCC investors to access and gain grounds in local markets and overcome impediments that other firms would need to cope with. Second, M&A decisions are shown to be firmly and significantly affected by the financial performance of GCC firms as measured by their average ROE. This result complies with the findings of Palade (2016) and supports Hypothesis 4. This implies that GCC firms expand to hazardous MENA environments only when they are assured of their capacity to achieve profitability, which is in accordance with evolutionary theories of internationalization stating that gaining stable position in the home country is a prerequisite for cross-border investment. Our results show that there is no significant impact of leverage, as measured by D/E, on the probability of conducting an M&A transaction with the MENA region. Previous empirical studies have shown a positive and significant effect of leverage on outward FDI by using different measures than ours. Hypothesis 5 states that outward FDI is positively affected by state ownership. Our empirical results refute this hypothesis by indicating an adverse and significant effect of the state ownership on the probability of an M&A transaction by a GCC-firm within the MENA region. Our attempt Oualid Abidi, Roger Antoun, Houshang Habibniya, Vladimir Dzenopoljac Firm-specific determinants of FDI from GCC to MENA countries to explain this result is based on the fact that the vast majority of outward FDI by GCC firms targets non-MENA countries (Sekkat, 2014) . It also seems that higher public stakes imply more risk aversion towards investments in risky countries in the MENA region. A previous study demonstrated indeed a robust negative relationship between state ownership and corporate risk-taking (Boubakri, Cosset & Saffar, 2013) . Standard errors in parentheses: *** p<0.01, ** p<0.05, * p<0.1
Therefore, GCC governments consider these investments as strategic and devote a significant proportion of their resources to achieve them. As a result, companies that are not partly owned by their governments are more likely to expand and invest within the MENA region. Finally, our empirical results show no significant effect of the number of active years on the probability of undertaking an outward FDI within the MENA region. Therefore, our empirical evidence does not validate Hypothesis 1. We explain this result by the fact that most GCC firms employ many qualified workers from the MENA region. Therefore, the knowledge about local markets, cultures, and practices would be no longer an issue for newlyfounded GCC firms. Besides, the emergence of born global firms that internationalize soon after their inception demonstrated that age is not a determinant factor in explaining international growth (Bell, McNaughton, & Young, 2001; Oviatt & McDougall, 1997) .
CONCLUSIONS
In this manuscript, the objective was to untangle the characteristics of local investors expanding inside the MENA region. Five firm-level dimensions were advocated, namely age, size, performance, leverage, and state-ownership. The central premise rests on the preeminence of firm-level variables in explaining GCCFDI outflows into MENA economies, as previous research points out to the atypical reaction of local investors to dissuasive institutional and macroeconomic indicators in those host countries. FDI conducted by GCC companies in other MENA countries are essential and can be spotted in different sectors, notably food industry (restaurants, supermarkets, dairy products, etc.), banking, construction, real estate, tourism, and telecommunications.
The contributions are numerous indeed. First, the paper proposes a framework that could inform authorities in MENA countries on the appropriate policies that should be undertaken to meet the expectations of a particular group of investors. Also, no research has uncovered the identity and the intentions of local investors in that region. The inclusion of state ownership variable has shown that GCC countries are not using FDI as a strategy to capitalize on their economic power in the region.
As empirical evidence supports the assumptions developed in this paper, it can contribute to illuminating an underexplored area of research. This work paves the way for other empirical studies that could include locational variables in host countries and test their moderating effect on the influence of the investing firm characteristics on FDI decision.
As for limitations, this research did not account for the effect of cultural proximity, stated as a prominent firm characteristic affecting GCC firms' decision to conduct cross-border M&As (Dowling & Vanwalleghem, 2018) . In particular, GCC investors usually strive to abide by the tenets of the Islamic business doctrine when investing in other countries. Proper understanding and application of Islamic principles facilitate business and commerce in Muslim countries. Principles enumerated are based on compassion, fairness, partnerships, family connections and prohibition of interest and speculation (Lagace, 2002) . Therefore, demonstrating the potential effect stemming from cultural/religious proximity could also justify the preference of GCC investors to do business in the MENA region.
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